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Budget Process

Fiscal Year: July 1-June 30
January: Governor Proposes Budget
May: Governoer Proposes Revised Budget

January-June: Legislature holds public hearings to review:
Governor's proposal

June 15: Deadline for Legislature to pass a balanced budget

Sometimes, the BIG 5 meet and compromise to get the 2/3 vote
required in each house

Governor has line-item veto authority




What does the State’s General
Eund pay for?
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How do we finance our heeds?

Sales Tax
s $27 billion in 08-09

Corporation Taxes
s $10.5 billion in 08-09

l Sales Tax

Personall Income Tax [ Corporation

Tax

| $48 billion in 08-09 B Personal

s Who pays income taxes? Income Tax
B Special Funds

Special Funds and Fees

s Vehicle registration, recycling,
gasoline, etc.

Total 2008-09 GF Budget=
$95.5 billion
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50%

49%

45%

40%

35%

30% | | | | | | | | |
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005




Where do Property Taxes Go?

ALL STAYS LOCAL

Statewide Collection

il 54 $

Property Caners —} County Tax Colleclon

Distribution of Revenues
To Local Governments

Schools Counties Cities Other Local
EAES




Current CrisIs

= How did we get here?
s Voter Mandates (Initiatives)
s Federal Cuts te programs (examples)
s [ax Credits (treated as permanent)
s COLASs
= Vehicle License Fee reduction
s New Expenditures
s California’s Economy




Major Milestones in

State/lL.ocall Fiscal Relationship

SB 90

Limited local
government authority
to raise property taxes.
Requires the state to
reimburse local
governments for new
state-mandated
programs,

r

1972

o ‘y

Proposition 13
Set property tax rate at 1 percent,
cutting local government property
taxes by over half. Transferred control
over property lax allocation to state.
Established acquisition-based
assessment systein. Requires new
local special taxes to be approved by
two-thirds of voters.

1978

Welfare
Reform

Provided counties with more
flexibility regarding ( 1) delivery of

AB 8
Established ongoing
“bailout™ for local
govemnments. State
assumed many county
health and welfare costs,
and increased school aid.
Developed permanent
property tax allocation
system. Included a
“deflator” to reduce state
costs i’ revenues were

insufficient, ‘

SB 154
Used state’s budget
surplus to provide a
one year “bailout™ for
local governments

19296
Y N

Proposition
218

Proposition 4
Generally limits local and

1979

state spending of tax Mello-Roos
proceeds to prior-year o

amount, adjusted for General Law co!'_'r_"umw ﬁ State Budget
population and inflation City Taxing Facilities Act Permanently repealed
{later amended to per Authority Created program AB 8 deflator and local
capita personal income (SB 326) 10 assist communities government personal

growth). Requires state to
reimburse local entities for
mandated costs.

»

CGave general law cities
the same taxing authority

as charter cities. v
1981

financing, infrastructure
New special taxes subject to

‘ two-thirds voter approval

1983
A

?"6 ﬁ State Budgets, 1981-83

Despite low state revenues, state did not activare AB 8 deflator,

Instead, state permanently repealed three local subventions:

liquor license fee. highway carrier’s uniform business tax, and

financial aid to local agencies,

Community Redevelopment Law Reform Act

Narrowed the definition of blight, set time 4
limits for redevelopment projects, and

required mitigation payments.

Constrained local authority to raise revenues

1293

1

Proposition 172
Established a state
‘half-cent sales tax for
suppert of local public

1992

A Education Revenue
Augmentation Fund (ERAF)
1992-93 and 1993-94

Annually shifts about one-sixth of statewide

property tax subvention

\4

1964

*
Proposition
47
Constitutionally

guaranteed VLF
revenues for ¢
and counties, (Guarantee
later limited to revenues
raised under a 0.65
percent VLF rate.)

19866

Brown-Presley
Trial Court
Funding Act
Incre: state funding for
county-operated trial
courts, through the
establishment of block grants,

Y

19686

1991

Realignment '

Major shift of authority from state to counties for

1990

SB 2557

Allowed counties to charge local
enlities to recover the costs of’
booking persons into county jails
and administering the property
tax. (Authority to charge schools
for tax administration eliminated

pient participation t'r(.mp taxes, assessments. and fees. Some revenue Sy property taxes from cities, counties, and special mental health and other programs. Funding changes in 1991
requirements, raising methods subject to increased approval R, districts to schools. Reduces state educ intended to be fiscally neutral and included: new
4 requirements. @ by an equal amount. (Additional $1.3 sales and VILF taxes and changed state/county cost
il property tax shift in 2004-05 and 2005-06.) sharing ratios.
129 7 Proposition 57
Pledged one-quarter cent of the
4 Bradley-Bumns sales tax as Proposition 1A
i o 4 repayment for a state Matorredietion to Proposition 63 e
Trial Court ?—_ ﬂ State Budgets 1999-2004 & financing bond (the “triple e SB#81 = e
] Legislature’s authority over Imposed additional 1% tax on Proposition

flip”). Local losses replaced with
property taxes shifted from
schools. School losses offset by

increased state aid. |

Funding

Cap placed on county

trial court spending,

resulting in future increases in
state funding.

March 27, 2008 Contact-Marianne OMaley—(8916) 319-8315

65 YEARS OF SERVICE

Shifted funding and
responsibility for nonviolent
Juvenile offenders from the

state to counties, '

2007

the property tax and
Bradley-Burns sales tax
Expanded state’s requirement

to pay for manites

2004

Reduced VLF rate and backfilled local
losses with state subventions. Beginning
2004, state subventions replaced with
property taxes.

personal income above §1
million to expand county
mental health programs,

Y

1999




Major Propositions Affecting the State
General Fund

Dedicated Tax Revenues

November 1988 Proposition 99 Provides a 25 cent per pack tax on cigarettes and de  dicates the more than
$300 million annually to tobacco education and healt h care services for low-
income persons.

November 1993 Proposition 172 Raises the statewide sales tax rate by one-half cen t and dedicates the $3 billion in
annual funds to local public safety purposes.

November 1998 Proposition 10 Provides a 50 cent per pack tax on cigarettes and d  edicates the roughly $600 million
annually to early childhood development programs.

November 2004 Proposition 63 Enacts a state personal income tax surcharge of 1 pe  rcent that applies to taxpayers
with annual taxable incomes of more than $1 million. The proceeds of the tax
surcharge (about $1.6 billion annually) are earmarke  d to finance an expansion
of community mental health programs.

Locked in State Spending

November 1988 Proposition 98 Provides for a minimum level of total spending (Gen eral Fund and local property taxes
combined) on K-14 education in any given year. The required General Fund
contribution is roughly 40 percent of the state’s bu dget.

March 2002 Proposition 42 Directs $1.5 billion in sales taxes on gasoline tot  ransportation purposes. (Reflected
as General Fund spending.)

November 2002 Proposition 49 Requires that the state spend a certain amount (cur  rently $550 million) on afterschool
programs.

November 2004 Proposition 1A Restricts the Legislature from altering local gover nment revenues in many cases. In
prior years, the state took such actions which help ed the state’s General Fund.

November 2006 Proposition 1A Restricts the circumstances in which the Legislatur e could suspend the
Proposition 42 transfer for transportation.




How Many State \Workers ?

2001-02

2002-03

2003-04

2004-05

2005-06

2006-07

Legislative, Executive
and Judicial

15,354.5

15,067.5

14,613.7

14,180.5

14,671.8

15,193.0

State & Consumer
Services Agency

14,927.3

14,883.9

15,038.6

14,739.3

14,862.4

15,257.6

Business Transportation
& Housing

44,851.8

43,236.1

41,395.0

41,450.1

41,342.7

41,313.4

Trade & Commerce
Agency.

293.5

189.5

53.3

0.0

0.0

0.0

Resources

15,914.6

15,584.7

15,091.2

14,782.5

14,906.5

15,447.3

Environmental Protection
Agency.

4,659.8

4,462.0

4,251.7

4,153.1

4,170.3

4,229.3

Health & Human Services
COrHections

K-12 Education
HigherEducation

Labor & Workforce
Development

30,372.3

12,234.6

29,857.6

12,275.2

28,970.2

11,650.2

28,794.2

48,7400,

12,153.8

28,876.6

11,702.5

29,281.8

11,794.1

General Government

NOTAIREMPLEOYEES

14,120.9

14,809.1

15,295.7

15,529.0

14,916.1

317,593.2

14,571.1

~)r) = ~)e)m)

2)2)2) 7)) ),




Where has spending increased?

As a % ofi the Total State GF (2003-04 te 2009-1.0*)

T
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Health Services

=— Social Sernvices

Department of Corrections &
Rehabilitation

=>¢=K-12 Education

University of California

California State University

DEBT Obligation
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Spending by Category
As a % of the Total State GE (2003-04 te 2009-107)

EDUCATION UC (blue) & CSU (pink)
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HEALTH (red) & SOCIAL SERVICES (vellow) CORRECTIONS
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Budget Perspectives:
Pay. NOW. Pay LATER

Education No prepared workforce
Higher Education Decrease job creation
Foster Children Future Prisoners/Homeless

Parolees Recidivism
Seniors, disabled Costly care services
Freeways Traffic




Questions/Comments

[For a copy: of this presentation or for more information contact:

Senator Denise Moreno Ducheny:
637 3" Avenue, Suite A-1
Chula Vista, CA 91910
619-409-7690




